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opportunistic behavior guided by their own interest to maximize the performance. Stock-options techniques and 
remuneration of managers basing on performance could not fully achieve to align theirs interests with those of 
shareholders and caused many damages to minority shareholders. That’s were some of the main reasons of 
financial scandals like Xerox Guinness 1986, Poly Peck International 1989, Maxwell 1991, BCCI-1991, Enron-
2001, Allied Irish Bank- 2002, WorldCom-2002, Xerox 2002, Merrill Lynch-2002, Parmalat-2003/2004, 
Andersen-2001/2002 that creating a new pillar towards the new concept –a corporate governance framework. 
Effective corporate governance allows shareholders to ensure that companies in which they hold shares are 
managed in accordance to their own interests. In the same while, it must be satisfying the customer 
requirements, respecting the employees’ opinions and protecting the environment.  
Therefore, in the context of "new economy", the role of effective corporate governance is primarily in 
ensuring the sustainability of the organization being highlighted by the world economies concerns in 
elaborating and adopting the corporate governance codes. These codes set the provisions and requirements that 
adjust the company management in terms of strategic planning and decision making for maximizing the 
interests of shareholders, creditors, customers, employers and employees. The codes do not set provisions for 
defining business ethics or relationships between different companies or ethical rules that employees of a 
company must comply. To guarantee that these provisions will be adopted in real business they should be 
reflected in the legal acts of companies 
In Romania, the requirements of corporate governance recently occurred comparing to other European 
countries. Romanian companies have begun to meet the corporate governance requirements, especially in the 
context of voluntary corporate governance requests developed by Bucharest Stock Exchange for listed 
companies.  
2. Literature review about the assessment of corporate governance system quality 
In evaluating the quality of corporate governance system, the results of numerous studies enhance that the 
main component of corporate governance consists in transparency and disclosure practices Cromme, 2005; 
Karamanou and Vafeas 2005; Bhat et al., 2006;  Aksu and  Kosedag, 2006;  Junarso, 2006;  Ben Ali, 2008; 
Kuznecovs 2011; Desouki & Mousa, 2012; Ionaúcu and Olimid, 2012. It is also relevant that the international 
rating agencies (Standards & Poor’s, Credit Lyonnais Securities Asia-CLSA, Vigeo Agency) pay particular 
attention to the practices of transparency and dissemination of information about the company, as an 
important component in order to develop a corporate governance score.  
Gompers et al., 2003 basing on a sample of 1500 US companies, constructed a CG Index by using 24 
variables, as a tool for analysis the quality of corporate governance system. 
Larcker et al., 2007 on his survey consist in analysis of  2106 sample companies quoted in USA, between 
2002-2003, constructed a corporate governance score by using 39 criteria including board characteristics, anti-
takeover provisions, compensation characteristics, ownership, and capital structure characteristics 
 In Croatia, Vitezic, 2006 analyzed the corporate governance of listed companies by using three corporate 
governance qualitative variables such as: environment of emerging economy, board attributes and disclose 
level. So, he no built a score of CG, only used some qualitative criteria. 
For Greece, Italya and Spain, basing on a sample of firms listed on the Athens, Milan and Madrid Stock 
Exchanges, Bekiris and Doukakis, 2011 try to find some correlation between corporate governance and accrual 
earnings management. For this scope, first they build a Corporate Governance Index composed of 55 individual 
measures. More specifically, they categorized these measures in five dimensions of corporate governance, 
namely Board of Directors, Audit, Remuneration, Shareholder Rights and Transparency.  
In Russia, Kuznecovs, 2011 analysing the corporate governance on a sample of largest listed companies in 
Russia covering 80% of the Russian stock market over the period 1995-2007, he not constructed a corporate 
governance (CG) score  but  used only qualitative approach for this purpose.  
In Greece, Niels and Vasiliki, 2011 composed a CG rating as a tool for analysing the corporate governance 
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of 124 firms listed on the Athens stock exchange, in 2004-2007. 
In Korea, Black et al., 2006, analysing the corporate governance of 515 Korean listed companies by using a 
self-constructed CG score.  
In Europe, Bistrova and  Lace, 2012    on a sample consist in 118 companies quoted on Central and Eastern 
European stock exchanges, over the period 2007-2010, a CG score is constructed by using 39 criteria 
In Italy, Gianpaolo and  Poggesi, 2010 analyzed the corporate governance on  Italian Listed Local Public 
Utilities (7 companies) over the period 2000–2008, by composing a  CG rating. 
In Germany, Stiglbauer, 2010     analyzed the transparency and disclosure practices on 113 companies 
Frankfurt Stock Exchange, Germany by calculating a T&D score. 
Other investigated studies in this area, in order to asses the corporate governance system quality, used 
some CG scores already calculated by different rating agencies, such as: 
a) Standard’s and Poors Agency Black et al 2005 or Aksu and Kosedag, 2006 or  Doidge, 2007; 
b) Credit Lyonnais Securities Asia- CLSA Klapper and Love, 2004 or Durney and Kim, 2005 or Doidge, 
2007 or Shen and Chih 2007 or Yu, 2009 or Chen, Chen and Wai, 2009 or Hugill an  Siegel, 2012; 
c) Institutional Shareholder Service- ISS Brown &   Caylor, 2006; Brown and Cavlor, 2006; Khanna et 
al., 2006;  Doidge et al., 2007; Anderson and Gupta, 2008; Daines et al. 2008; 
d) Vigeo Agency Gawer, 2012; 
e) Government Reporting Initiative- GRI Hugill &  Siegel, 2012; 
f) Deminor Rating Agency Bauer et. al , 2003; Matos and Serra, 2009; Renders et al.,  2010; Hugill &  
Siegel, 2012; 
g) Aspekt –a private Czech data Klapper, 2006; 
h) Corporate Governance Association of Turkey  Coúkun and Sayilir, 2012. 
Data sources for assessing the corporate governance score are represented by Comply or Explain Statement 
that companies voluntarily report, data from Annual reports or any other information presented on the 
company's website. The importance of Annual Reports as public information is highlight by various authors 
Lang and Lundholm, 1993; Botosan 1997; Knutson 1992; and also Standard & Poor’s Agency. The 
information obtained from questionnaires sent to companies can be a good but hard to obtain source about 
corporate governance, even so this method is used by some authors such as Drobetz et al., 2004, Toudas and 
Karathanassis, 2007. 
3. Data and Methodology  
Data source 
   In determining the sample analysis, we started from the companies traded on Bucharest Stock Exchange 
(BSE).  At the end of May 2013, the Bucharest Stock Exchange traded 103 companies. From the total number 
of companies traded on BSE, we remove the unlisted companies because they are not likely to comply with 
BSE (so they do not draw and report the "Comply or Explain Statement"). And also we remove the companies 
listed at the other categories except of I, II or III category. Thus, 78 companies which are listed on BSE at I, II 
or III Category remained in our sample. 
Further we will proceed to classify the companies sample by eight main sectors in the main Romanian 
sectors such as: 
1. Extractive industry (3 companies: SNP, DAFR, PTR ); 
2.  Manufacture (45 companies: SPCU, MPN, BRM, SRT, VNC, RRC, OLT, STZ, ATB, BIO, SCD, 
ARTE, MJM, PPL, ROCE, TRP,CBC, CEON, CMCM, PREH, STIB, ALR, COS, ART, VESY, CGC, 
ELMA, ELJ, ELGS, EPT, ECT, RTRA, ARM, CMF, MECF, UCM, UZT, ALT, CMP, MEF, UAM, 
ARS, SNO, TBM, APC); 
3.  Energy (2 companies: AMO, TEL); 
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4. Construction (5 companies :  COFI, IMP, COTR, COMI, ENP) ; 
5. Commerce (4 companies: ALU, RRMAH, PEI, RPH); 
6. Transportation and storage  (3 companies: TGN,OIL, SOCP); 
7. Accommodation and food services (4 companies: BCM, TUFE, EFO, CAOR); 
8. Financial services (12 companies: BCC, TLV, BRD, EBS, FP, SIF1, SIF2, SIF3, SIF4, SIF5, BRK, BVB) 
 In order to assess the corporate governance quality system for Romanian companies, we will use the 
information contained in the "Comply or Explain Statement" that companies voluntarily reported to BSE at 
together with financial statements for previous year, at the end of April 2012.  These statements are publicly 
posted on the company’s website. If the companies do not prepare such a statement, the data source is 
represented by the data published by the BSE listed companies on their own website (directors ‘annual reports, 
financial reporting or any other useful documents or information presented on the company's website) at time 
of our study (May 2013). 
Methodology  
We attempt to develop a corporate governance score based on transparency and disclosure practices 
reflected by responses to the questions in “Comply or Explain Statement”.  In order to assess the compared 
conclusions at the European or international level, we have reclassified the 51 questions contained in the 
“Comply or Explain Statement" into five main investigating areas as follows: 
  i) Governance structure -G: 10 questions 
 ii) Investor relations -I: 10 questions 
 iii) Board and management -B: 20 questions 
 iv)  Financial disclosure - F: 10 questions 
In Appendix 1 we present the general structure of the component questions in "Comply or Explain 
Statement” reclassified in order to assess the corporate governance score. At each of the questions, except the 
last one (about CSR) the companies answer with YES/NO/If NO then EXPLAINS. For our reason, in order to 
assess a corporate governance score, we will give 1 point for each answer with YES and 0 points for NO, 
resulting the CG score as follow: 
¦¦¦¦
====
+++=
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            (1) 
 where, 
- CG is the corporate governance score for a company; 
- Gi is the responses given to each questions reffering to Governance structure area; 
- Ii is the responses given to each questions reffering to Investor relations area; 
- Bi is the responses given to each questions reffering to Board and management area; 
- Fi is the responses given to each questions reffering to Financial disclosure area; 
The minimum governance score obtained by a company is 0 points and the maximum is 50 points. 
Achim and Borlea, 2014. 
4. Results 
In order to reflect how much the average of governance scores are representative for each sector of 
activities, the share of companies number by sectors in total companies listed at Bucharest Stock Exchange is 
very important to be reflected, as shown in the chart below: 
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Fig.1. The structure of Romanian listed companies by sector of activity 
From the above chart it is found out that a total of 45 listed companies in total of 78 companies 
representing a majority share in all sample companies (58%) belong to companies from the manufacturing 
sector. Second place is occupied by the financial institutions (banks and other financial services companies), 
being in numbers of 12 which representing 15% in total. Reduced shares of 3% to 6% belong to companies 
from any other sectors such as: Extractive Industry, Energy, Commerce, Accommodation, Construction and 
Transportation. 
The graph below reflects the composition of governance sector for the Romanian listed companies,   by 
sector of activity: 
 
Fig.2. Composite governance scores by sector of activity 
The first place with the highest score of corporate governance (46 points) are recorded in the 
Extractive Industry reflecting these companies have adopted the highest percentage (92%) of the best corporate 
governance practices of BSE. The biggest problems of companies in this sector refer to Board and Management 
component, where the average score is only of 17 points in a total of maximum 20 points. The cause of such a 
low average score is found at DAFORA Company (DAFR) that records big deficiencies regarding the 
independence of board members and the equilibrium between non-executive and executive members. Such as, 
there is no independent members and only one of the five members of the DAFORA Company’s Board is a 
executive member (principles P6 and P7 of the Code are not met). Further, DAFORA Company has not a 
Nomination Committee and the remuneration policy of directors and managers has not developed yet (at time 
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of our study). Another weakness in corporate governance at this level consists in the fact that DAFORA  
Company, unlike the other two top energy companies, does not have the specific procedures to ensure the 
procedural fairness and the procedures regarding the internal handling and disclosure to third parties of such 
documents and information ((P16 and P17 principles of Code are not met). 
The other two companies in the Extractive Industry namely OMV PETROM Company (SNP) and 
ROMPETROL WELL SERVICES (PTR) register very good values of corporate governance score of 49 points 
very close to the maximum of 50 points on corporate governance. 
Second place in corporate governance in Romanian listed companies, with 44 points, is occupied by 
the financial sector reflecting a high level of absorption the good corporate practice of 88 %. The lowest scores 
are recorded by Broker Company (BRK) and Transylvania Bank (TLV), with 33 and 37 points. Broker 
Company faces some weakness in Governance structure component, such as: unitary administration system; 
there is no Corporate governance Code; the company not disseminates information on the company's website 
regarding various aspects of corporate governance policy; the company not disseminates in English language 
the information that is the subject of regular and continue reporting requirements. Transylvania Bank also 
registers deficiencies regarding the dissemination on website of the information about various aspects of 
corporate governance policies. Other deficiencies in corporate governance facing by Transylvania Bank 
consists in: nonexistence the independence in board members;  there is no a Nominating Committee in the 
company; the remuneration policy is not defined and also is not transparent; the  administration system is an 
unitary one. 
Third place in Romanian economy is occupied by the companies in Transportation and Storage, with a 
score of 36 points, reflecting a level of the good corporate practice absorption of 72 %. Among these 3 profile 
companies analyzed namely S.N.T.G.N. TRANSGAZ (TGN), OIL TERMINAL (OIL) and SOCEP (SOCP) the 
last one (SOCEP Company) registers the lowest corporate  governance score (of 23 points), facing with the 
numerous weaknesses in corporate governance system especially regarding on Governance structure and 
Financial disclosure areas.  
Fourth place in the Romanian economy in top of sectors classified by quality of governance system 
stands the Energy and Construction domains with about a score of 30 points, value which correspond to the 
average market score. Among these five companies in Construction area, the lowest score belongs to 
Energopetrol Company with only 3 points, value that strongly affected the general corporate governance score 
of this sector.  
Regarding the Energy sector, among the two profiled companies namely C.N.T.E.E. 
TRANSELECTRICA (TEL) and AMONIL Company (AMO), the last one (AMONIL) faces big deficiencies in 
corporate governance, the value of governance score being of only 19 points comparing with 
TRANSELECTRICA (TEL) which enjoys a score of 41 points, well above the market average. 
Fifth and sixth places, nearest, are occupied by Manufacture and Commerce sectors (with 28 and 27 
points), values which  situated these areas slightly below the overall market (30 points).  
On the last place (seventh place), at great distance, with great corporate governance deficiencies ranks 
companies in the Accomodation and food service sector, that registers a level of governance score only of 5 
points, reflecting a low degree of adoption the best corporate practices  by these companies, only of 10%. 
Among the four companies that compute this sector namely CASA DE BUCOVINA-CLUB DE MUNTE 
(BCM), CALIPSO ORADEA (CAOR), TURISM FELIX BAILE FELIX (TUFE) and TURISM, HOTELURI, 
RESTAURANTE MAREA NEAGRA (EFO), the first two (BCM and CAOR) register about null values and 
the last two companies (TUFE and EFO) register a very low score of only 10 points, good values are records at 
Investor relations component, the other components being also almost null.   
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4. Conclusions 
In Romania, the principles of corporate governance were taken at a conceptual and regulations level 
since 2000. The first Corporate Governance Code was adopted in 2001. In 2008, it was replaced by a new 
Corporate Governance Code, which is based on the OECD principles. The new code is applied voluntarily by 
companies traded on the regulated market operated by BSE. Our research has revealed the level of Romanian 
BSE listed companies adhere to the principles of corporate governance internationally recognized and 
integrated into the Corporate Governance Code of the Bucharest Stock Exchange. The results reflect the degree 
of adoption of principles of good practice in percent of 60%, related results at the end of 2012. The domains 
with the highest corporate governance score are Extractive Industry and Financial Activities reflecting a very 
high degree of adopting the best practice of corporate governance (92 %). The explanation must be found in the 
high proportion of foreign investors in companies operating in these sectors, investors that have induced the 
modern requirements of successful corporation governance. The big deficiencies in corporate governance are 
registered by the companies operating in the Accommodation and food service area. These tourism companies 
should understand that a development of the tourism sector in Romania can be achieved only by attracting 
investors, especially foreign investors, but this reason firstly requires effective corporate governance which 
would be reflected on the transparent procedure regarding the dissemination of company information. 
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Appendix 1 
The general structure of the component questions in "Comply or Explain Statement” reclassified in order to assess the 
corporate governance score 
I. Attributes that show  Governance structure (G): 
1. Has the issued drawn up the By-laws/Corporate Governance Regulations to describe the main aspects of the corporate 
governance? (P1-R1) 
2. The By-laws/Corporate Governance Regulations are posted on the company website, indicating the date of the last update? 
(P1-R1) 
3. In The By-laws/Corporate Governance Regulations are there defined the corporate governance structures, positions, 
components and responsibilities of the Bard of Directors (BD) and of the executive management? (P1-R2) 
4. Does the issuer’s Annual report provide for a chapter on corporate governance where they describe all the relevant events 
related to the corporate governance, recorded during the previous financial exercise? (P1-R3) 
5. Does the issuer circulate on the company website the information related to 
the following aspects of their corporate governance policy: 
a) A description of their corporate governance structures? (P1-R3) 
6 b) The updated articles of incorporation? (P1-R3) 
7. c) The operation bylaws/essential aspects for each specialty? (P1-R3) 
8 d) The “Comply or explain” Statement? (P1-R3) 
9. ee) the list of the BD members mentioning which members are independent and/or nonexecutive, of the members of the 
executive management and those of the specialty commissions/committees? (P1-R3) 
10 f) a brief description of the CV for each BD member of the executive management? P1-R3) 
 
II. Attributes that show  Investor relations (I) 
1. Does the issuer abide by the rights of the financial instrument holders, providing them with the equal treatment and 
submitting to the approval any modification of the rights in the special meetings of these holders? (P2) 
2. Does the issuer publish in a spate part of the website the details of the 
General Meetings of Shareholders (GMS): 
a) GMS summons? (P3-R4) 
3. b) Materials / documents corresponding to the agenda as well as any information on the agenda? (P3-R4) 
4. c) Special power of attorney forms? (P3-R4) 
5. Has the drawn and proposed to GMS the procedures for the efficient and proper development of the GMS agenda without 
any damage to the right of any shareholder to express their free opinion on the debated topics? (P3-R6) 
6. Does the issuer publish in a spate part of the website the details of the shareholders’ rights as well as the regulations for the 
attendance at GMS? (P3-R8) 
7. Does the issuer provide the information in due time (immediately after the GMS) of all the shareholders through the 
separate section on their website: 
a) On the decisions made within GMS? (P3-R8) 
8. b) On the detailed result of the vote? (P3-R8) 
9. Do the issuers circulate through the special section of the website, that is easily identifiable and accessible: 
a) current/communicated reports? (P3-R8) 
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10 Is there within the issuer’s company a special department/person dedicated to the relation with the investors? (P3-R9) 
 
IV. Attributes that show  Financial disclosure (F): 
1. Do the issuers circulate through the special section of the website that is easily identifiable and accessible: b) the financial 
schedule, the annual reports, the quarter and semester reports? (P3-R8) 
2. Does the issuer circulate, in the English language, the information representing the subject of the reporting requirements: 
a) Periodic information (providing information periodically)? (P12,P13-R25) 
3. b) Continuous information (providing information periodically)? (P12,P13-R25) 
4. Does the Issuer provide and circulate the financial report according to IFRS? (P12,P13-R25) 
5. Does the issuer promote, at least once a year, meetings with the financial analysts, brokers, rating agents and other market 
specialists with the view to presenting the financial elements relevant to the investment decision? (P12,P13-R26) 
6. Is there an Audit Committee within the company? (P12,P13-R27) 
7. Does the BD of the Audit Committee, as the case may be, examine on regular basis, the efficiency of the financial report, the 
internal control and the control of the risk management system passed by the company? (P12,P13-R28) 
8. Is the Audit Committee made of nonexecutive directors and is there a sufficient number of independent directors? (P12,P13-
R29) 
9. Does the Audit committee meet at least twice a year; are these meetings dedicated to drawing up and circulating the quarter 
and annual results to the shareholders? (P12,P13-R30) 
10 Does the Audit Committee recommend to BD the selection, appointment re-appointment and replacement of the financial 
auditor, as well as the terms and conditions of their remuneration? (P12,P13-R32) 
 
III. Attributes that show  Board and management (B): 
1. Is the issuer managed under a dualist system? (P19) 
2. Does the BD meet at least once a trimester for the monitoring and the activity of the issuer? (P4,P5-R10) 
3. Does the issuer have a set of rules referring to the reporting conduct and obligations of the transactions of the shares or other 
financial instruments issued by the company (“company assets”) made on their name by the directors and other persons? 
(P4,P5-R12) 
4. If a BD member or a member of the executive management or any other person made on their interest a transaction ith the 
company deeds, then, the transaction is circulated through the company website, according to the corresponding 
Regulations? (P4,P5-R12) 
5. Does the structure of the Board of Directors of the Issuer provide a balance between the executive and nonexecutive 
members (and especially independent nonexecutive directors) so that no person or group of persons may dominate the BD 
decision-making process of BD? (P6) 
6. Does the structure of the Board of Directors provide a sufficient number of independent members? (P7) 
7. During their activity, does BD have the support of consultative commissions/committees for the examination of specific 
topics, chosen by BD for their counseling on these themes? (P8-R15) 
8. Do the consultative commissions/committees forward activity reports to the BD on their specific themes? (P8-R15) 
9. For the assessment of the independence of their nonexecutive members, does the Board of Directors use the assessment 
criteria listed in the Recommendation 16? (P8-R16)  
10 Do the BD members permanently improve their knowledge through training/formation in corporate governance? (P8-R17) 
11. Does the selection of the BD members have a procedure based on transparency (objective criteria regarding the 
personal/professional qualification etc.)? (P9) 
12. Is there an Appointment Committee within the company? (P10) 
13. Does the Board of Directors analyze t least once a year the need to register a remuneration policy committee for the directors 
and members of the executive management? (P11-R21) 
14. Has the remuneration policy been approved by the GMS? (P11-R21) 
15. Is there a Remuneration Committee made exclusively of nonexecutive directors? (P11-R22) 
16. Is the company remuneration policy of the company provided in the Bylaws/ /Corporate Governance Regulations? (P11-
R24) 
17. Has the BD passed a procedure with the view to identifying and settling adequately the conflicts of interests? (P14) 
18. Do the directors inform BD on the conflicts of interests as they occur and do they refrain from the debates and the vote on 
those matters, according  to the legal provisions? (P15-R33) 
19. Has the BD passed the specific procedures in order to provide their procedure accuracy (identification criteria of the 
significant transactions, relevant for transparency, objectivity, non-concurrence, etc.) for defining  the transactions? (P16-
R34,R35) 
20. Has BD passed a procedure of the internal circuit and the disclosure to third parties of the documents and information 
referring to the issued, with emphasis on the information that can influence the price of the assets issued by them? (P17-
R36) 
